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NOTES OF THE MONTH 


The Prospects of Monarchy in Greece 

T seems reasonably certain that the Greek plebiscite will be 

held on September 1, and that, in contrast with the elections, all 

political groups will take part init. The subject of the referen- 
dum is not the future Constitution of Greece as monarchy or 
republic, but the narrower question whether or not King George 
of the Hellenes should return to Greece. The Greek Government, 
who are responsible for the form of the plebiscite, have explained 
that a majority for the King will be interpreted as a majority in 
favour of constitutional monarchy as such; an opposite result as 
creating a “‘political crisis”, involving their own resignation. It is 
not easy for an outsider to understand why they have persisted, in 
the teeth of violent opposition, in confining the point at issue to 
the person of the King, since, if the vote goes against him, the 
constitutional question will still remain to be settled. There are 
two questions to be answered, and the restriction of the initial 
vote to one could only be the act of an administration convinced 
that the result will be a majority for the King. 

What in fact are the prospects of such a result? M. Tsaldaris 
told the press in London that he personally expected 70 per cent 
of the Greek people to vote for the King’s return. On the other 
hand, the categorical statement of the Communist leader, M. 
Zachariadis, that “we will take part in the plebiscite, even if they 
organize it in a Fascist hell, because we have absolute faith in the 
people’’, is to be interpreted as an expression of confidence in the 
opposite verdict. The contrast between these forecasts seems to 
be based on different readings of recent Greek history. 

‘The Royalists have several reasonable grounds for confidence. 
The return of the King was the main plank in the programme of 
the Populist Party in the elections in which it won so large a 
majority (unkind critics called it a means of transport rather than 
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a political party). The two minor parties led by MM. Zervas and 
Tourkovasilis are solidly royalist, and Populists believe that many 
of the votes won by the right-centre coalition (now openly re- 
publican) were royalist votes. Little has happened since the 
elections to diminish Populist and royalist influence in the 
country. The Government’s administrative record, though 
patchy, has by no means been the failure the Opposition (in the 
broad sense) would make it out to be. The ordinary Greek seems 
less inclined than his newspapers to condemmn the Government 
out of hand; his resistance to propaganda was demonstrated on 
June 18, when a general strike, called by the Communist-domi- 
nated General Federation of Labour to protest against recent 
legislation, was a resounding failure. The recent serious increase 
in lawlessness in the northern provinces, which is perhaps the 
most disquieting feature of the present situation, is likely, in view 
of the growing conviction that it was caused by collusion between 
local Communist trouble-makers and autonomists and Greece's 
hostile neighbours, to range the people more solidly behind their 
Government. But, above all, forecasts of a majority for the King 
are based on the depth and extent of popular revulsion from what 
the civil war taught Greeks to believe was Communism. The 
savagery which has disfigured Greek political struggles since the 
rise of E.A.M. was something new and horrifying to a people 
famed for its bloodless revolutions, and many Greeks regarding 
wrongly-—the Communists as solely responsible for it, reacted in 
favour of the Communists’ greatest enemy, the King. Indeed, by 
reinforcing the royalist contention that republic and Communism 
were synonymous, the violence of communist propaganda against 
the King has in the long run done more service to the royalist 
than to the republican cause. 

The opponents of the monarchy, the majority of whom do not 
accept the validity of the last elections, rely largely on remembered 
bitterness against the Metaxas dictatorship to influence th: 
people to vote against the King who countenanced it. Un- 
doubtedly feeling still runs very high over the past, and republi- 
cans like M. Sophoulis fear that to recall the King would be 
tantamount to retrospective and prospective approval of dictator- 
ship. Had the civil war not intervened, it is safe to say that there 
would have been an overwhelming vote in favour of a republic. 
It is sufficient to recall that in 1942 the great majority of Athens 
politicians, including many Populists, signed a protocol agains‘ 
the King’s return, and that a similar démarche, signed by repre- 
sentatives of the political world and of the three main guerilla 
groups, was presented to the Tsouderos Government in Cairo in 
August, 1943. There is plenty of evidence that, at least until the 
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autumn of 1943, popular sentiment was also against the King. 
Monarchy as an institution has never had very firm roots in 
Greece, and there does still exist a good deal of ideological 
attachment to the republic (in Crete there is reported to be some 
nebulous talk of seceding from the Greek State if it ever again 
becomes a kingdom in more than name). 

‘The vote, then, whichever way it goes, will to a large degree be 
negative, against some aspect of the past, and conditioned by fear 
rather than any positive hope for the future. In the writer’s 
opinion—probably worthless—the fear of Communism, connected 
as it is with a temporarily intensified Slavophobia, will prove the 
stronger. But this is only half an answer. Prospects do not 
consist only of voting results, and the major question is what will 
be the future of Greece, so deeply divided, under either monarchy 
or republic? The real answer lies in the development of relations 
between the Soviet Union and the Western Powers; if these are 
harmonious, half the motive power behind Greek fears for the 
future will have been removed. If not, neither monarchy nor 
republic has any chance of permanent acceptance. 


The Strike in the Persian Oilfields 

The recent strike in the oilfields in south-west Persia seems to 
have been primarily, if not almost wholly, political in character. 
Instigated and planned by the leaders of the ‘Tudeh Party, it was 
accepted by the Government in Teheran as a challenge to their 
authority and, in particular, as an act of defiance of the Labour 
Law promulgated on June 1 last, which prohibited strikes and 
lock-outs until final settlement had been reached on the wages 
question throughout the country. 

It is true that the ostensible cause of the strike was a claim by 
the workers for 7 days’ pay for a 6 day week, but this question was 
ready under negotiation, and a joint arbitration committee, 
discussing the whole question of wages and working conditions in 
industry, was understood to be making good progress when the 
sudden outburst of violence occurred on July 14. 

There are several reasons for seeing a direct connection between 
the strike and the conflict between the Government and the 
Tudeh Party, while the circumstances in which the strike was 
prepared and actually took place suggest that political rather than 
economic considerations were uppermost in the minds of those 
responsible for it. Tudeh agents in Khuzistan had for some time 
been conducting agitation against Britain and against the Oil 
Company, while a section of the press both in Teheran and in the 
south, encouraged by the Soviet Embassy (as witness similar 
attacks made in recent issues of the New Times in Moscow) 


352 NOTES OF THE MONTH 


carried on a campaign in which charges of political activity were 
made against the Company. But the object of this appears to have 
been rather to undermine the position of Great Britain in the 
country than to champion the cause of the workers in the oil- 
fields. Among the charges made against Great Britain was one 
that British troops still remained in south-west Persia in civilian 
dress, while one of the chief demands of the local workers’ union 
was for the removal of the Governor-General of Khuzistan pro- 
vince, Mispah Fatemi, who probably saved the lives of very many 
people by declaring martial law the moment the rioting—for 
which the strike was the signal—began, and arresting five of the 
Tudeh leaders. There are, therefore, good reasons for the assump- 


tion that, in the absence of any justifiable complaint in respect of 


wages or working conditions, the strikers—or, rather, their Tudeh 
instigators—endeavoured to put pressure on the Government 
in Teheran; in particular, by defying the provisions of the new 
labour law. 

The fact that the strike showed every sign of long and careful 
preparation also suggests that it was political in character, for the 
questions of wages, etc., as to which claims had been made, were 
already under negotiation. On the other hand, the Government 
had been expecting trouble from the Tudeh Party for some time, 
owing to the subversive activities it had been carrying on since 
the law of June 1 was enacted. This led the Prime Minister on 
June 23 to issue a warning that he would deal ruthlessly with 
everyone who exploited the title of workers’ organization, and 
would never allow anarchy to spread in the name of democracy, 
and he gave orders for the inflammatory activities of the Tudeh 
to be checked, if necessary by force. It was in accordance with 
this that Mi:.pah Fatemi took decisive action on July 14. 

Prince Firouz, who arrived at Abadan next day, made it clear 
to the strike leaders that their action was illegal under the law. 
He also released the Tudeh leaders, a move of which it may be 
hoped unfair advantage will not be taken by the agitators. Possibly 
the presence of local troops, who appear to have quickly restored 
order after the rioting, may be considered by the Government a 
sufficient safeguard against further trouble. 


The Return of the Cabinet Mission from India 

The Cabinet Mission has returned from its exhausting labours 
in India, having achieved some notable results, and yet leaving a 
situation which still contains within itself dangerous elements of 
instability. ‘The results are remarkable when one looks back to 
the atmosphere that prevailed on the arrival of the Ministers. 
They have succeeded in dispeiling the all pervading distrust of the 
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sincerity of British intentions, and the bitterness that that 
engendered. ‘They have also succeeded in removing the complete 
deadlock in the relations between Congress and the Muslim 
League. Both organizations have formally accepted the Mission’s 
plan and framework for considering the future Constitution, and 
elections for the Constituent Assembly which will be responsible 
for framing the Constitution are now in progress. These are 
substantial and hopeful developments. 

Unfortunately, however, the negotiations for establishing an 
interim Government representative of all the main political 
elements have broken down, and for the moment a Government 
has been established which is exactly the antithesis of this—a 
Government representing no political elements at all, but con- 
sisting entirely of officials. Until a Government with a firm 
popular basis can be introduced, there is danger that the old 
suspicions and irritation against the British will revive, the 
pursuit of urgent national policies will be gravely hampered, and 
above all the two contending parties will lose the invaluable 
experience of working together, with all the practical effect this 
might have on the proceedings of the Constituent Assembly. It is 
difficult to picture the complicated and ponderous machine for 
making the Constitution, which has been started up after such 
enormous efforts, proceeding to its end without the unifying 
influence of a coalition Government. When therefore discussions 
for a popular interim Government are resumed, as it is intended 
that they will be shortly, they will be watched with anxiety. 
Meantime argument about points of policy on which controversy 
is acute or feelings sensitive can do nothing but harm, and Parlia- 
ment has wisely decided to defer until the autumn its discussion 
of the broad issues arising from these momentous developments. 


THE STERLING BALANCES 


BritTAtin’s DEBTs TO THE STERLING AREA COUNTRIES 


RESULT of the unique shape of the British war effort has 
been to leave the United Kingdem owing the rest of the world 
at the end of the war some {£3,400 million, or {2,900 million 
more than was owed in September 1939. This debt accumulated 
over and above the liquidation of external assets, including gold, 
amounting to {1,300 million during the course of the war. 
This, moreover, is only part of the tale of external ‘‘disinvestment” 
caused by the war. ‘The impact of war on British external finances 
did not end abruptly on V-J day, and the strain on the British 
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balance of payments is likely to continue, though at a steadily 
diminishing rate, for a period of three to five post-war years. 
During this period further overseas borrowing and liquidation 
of foreign assets will be the order of the day, and we shall count 
ourselves fortunate if by 1950 we do not find ourselves the poorer 
on external capital account by some {£6,000 million than we were 
in September, 1939. 

Britain will have emerged from the war as the one and only 
belligerent with its external capital position, its creditor-debtor 
relationship vis-d-vis the rest of the world, revolutionized. Britain 
used to be the world’s greatest lender; during the war and imme- 
diate post-war years she will have become the world’s greatest 
borrower. Long after the defeated countries have ceased paying 
reparations, Britain will be transferring tribute to the rest of the 
world in respect of debts incurred to make possible the employ- 
ment of her full war effort. 

The reasons responsible for the unique nature of this impact of 
the war on Britain are to be found in two groups of factors. The 
first is the high degree of specialization in the British economy 
and the extent to which the life of the people in this country 
depends upon imports and, therefore, upon the sources of current 
income from which these essential imports are paid. ‘The second 
is to be found in the extraordinarily far-flung scale of our war 
operations. 

Regarding the first of these groups of influences, it must be 
realized that the total war waged by the United Kingdom demanded 
a degree of military and industrial mobilization that could not be 
reconciled with the maintenance of an export industry adequate 
to meet our essential imports—and far less the wholly abnormal 
imports required by our war effort. In the early part of the war 
some effort was made to maintain and even stimulate exports from 
Britain, but this could never succeed in balancing the British 
account of external payments, and from the beginning of the war 
Britain began to live on capital by selling accumulated assets and 
by borrowing. In our dilemma of choosing between full mobili- 
zation for war and “exports as usual” we were finally saved by 
Lend-lease from the United States, Mutual Aid from Canada, and 
the extent to which we could overdraw on our current trading 
account with other countries. This external help allowed our 
people to be fed and our factories supplied with raw materials 
while we bent the main part of our manpower and industrial 
resources to the direct task of winning the war. In the process, 
however, we threw our export trade to the wind. 

As regards the second factor, that of the extent of our overseas 
war effort, it must not be forgotten that by far the greater part ot 
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the military effort of this country was exerted outside its frontiers 
—and was financed not by living on the land, but by paying our 
way wherever we went. In North Africa, the Middle East, the 
Far East, we maintained large bodies of troops, built roads, docks, 
barracks, and airfields, and in thousands of ways incurred immense 
local expenditure for which we had no means of paying either in 
gold or by the export of goods to the countries in question. It 
was in maintaining this vast front from Gibraltar to Burma, 
singlehanded for a great part of the war, that we built up the 
greater part of the external debt with which we ended the war. 
The purpose of this article is to analyse the problem of part of 
this external disinvestment, that represented by the growth of 
sterling balances owed to a large number of countries—mostly 
Empire and sterling area countries, but some of them neutrals, 
during the war. ‘The problem is obviously and inextricably 
intermingled with the other facets of our external disinvestment 
because it rested with many of our creditors to decide to what 
extent they would use their sterling credits to pay off long-term 
sterling debts such as bonds held by British investors, or to 
repatriate securities or other forms of capital those countries had 
in the past issued on the British market. The sterling balances, 
however, form a well defined and segregated part of our external 
financial problem, and as such are a fit subject for separate study. 
In the official literature on the subject these balances are 
normally known as “quick external liabilities”, and most of the 
figures published on the subject are net figures, i.e. allow for 
deduction of the quick external assets accumulated by Britain in 
other countries. The rise in these net balances during the war, as 
shown in the White Paper, “Statistical Material presented during 
the Washington Negotiations” (Cmd. 6707), was as follows:— 


in { millions 


August 31 =: 1938 760 
' 1939 470 
December 31 1939 556 
” 1940 733 
‘. 1941 1,192 
” 1942 I,515 
' 1943 2,158 
” 1944 2,773 
June 30 1945 3,052 
March 31 1946 3,500" 


‘lo understand the process by which this accumulation occurred 


‘ This latest figure was announced by the Chancellor of the Exchequer in 
reply to a Parliamentary question in June, 1946. 
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it is necessary to appreciate the nature and functioning of the 
sterling area and, in particular, the changes that took place in the 
operation of that currency system after the outbreak of war. The 
sterling area developed gradually as a more or less homogeneous 
trading and banking system in response to the requirement. of 
commercial convenience. It was not the outcome of deliberate 
decisions or of conscious policy. A number of countries, including 
most of the Dominions and Colonies, transacted by far the 
greater part of their trade with Britain and were served by banks 
with head offices or branches in London. It was both natural and 
convenient for these countries to keep part of their currency 
reserves and their surplus banking funds in sterling. Before the 
war most of the members of the Commonwealth and a number of 
foreign countries were therefore in the habit of keeping substantial 
balances in London. They conducted the bulk of their foreign 
trade in sterling and they automatically converted into sterling any 
foreign currency they might earn, confident in the belief that when 
they, in turn, required foreign currencies to pay for imports, or 
for any other purpose, they could purchase it in London by selling 
sterling. 

The fact that sterling was a freely convertible currency together 
with the position of sterling as an international currency were the 
basic elements in the growth and strength of the sterling area. 
Yet, paradoxically, it was after that convertibility of sterling ceased 
to exist that the sterling area arrangements had to sustain their 
greatest test, namely the impact upon them of the enormous 
financial strains and dislocations of war. With the advent of war 
the need to mobilize the external assets and income of the United 
Kingdom called for the setting up of exchange control which, in 
effect, made sterling an inconvertible currency. ‘Their need for 
exchange control and for the utmost economy in the use of dollars 
and other “hard currencies’ was recognized by all countries 
which remained members of the sterling area after the outbreak 
of the war (most of the foreign member countries had naturally 
severed their connection with sterling when this currency began 
to depreciate in August, 1939). All the remaining members under- 
took to establish exchange control on lines broadly similar to those 
applied in the United Kingdom but administered independently 
of London. These countries continued the practice of maintaining 
their currency reserves and external resources as balances in London, 
but this practice acquired somewhat more formal shape and became 
an undertaking to remit to London, i.e. to convert into sterling, 
all their foreign exchange income. In this way the hard currency 
income of the sterling area was pooled. ‘Thus came into being the 
sterling area dollar pool into which the dollar earnings of member 
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countries were concentrated and out of which all requirements of 
dollars authorized by the control authorities in each of these 
> | countries were satisfied. The only important exception to this 
adherence of sterling area countries to the principle of pooling was 
f provided by South Africa which, as the most important gold 
_ producer in the world, naturally wished to hold a separate gold 











» |) reserve and increased its reserve substantially during the war, 
. though by selling that gold to the United States and remitting the 
$ resultant dollars to the United Kingdom it could have contributed 
i |) considerably to the dollar pool. As certain countries in the sterling 
y | area had substantial net dollar incomes during the war period 
e | (this was particularly true of India and Australia where the 
f presence of large bodies of American troops caused an important 
1 inflow of U.S. dollars) the sale of these dollars to the United 
n Kingdom contributed considerably to the growth of these coun- 
y tries’ sterling balances. 

n |. ‘To summarize the foregoing discussion on the growth of these 
Ir balances it may be said that it comprised three elements: first, 


g | the huge military expenditure incurred by the U.K. overseas; 
second, the fact that purchases from sterling area countries could 
sr |) not be matched by exports to those countries owing to prior 
1e | claims on British industry and shipping; and third, the sale to 





a. Britain of the abnormal dollar income received by certain sterling 
d area countries during the war. It should be added that the growth 
ir | of these balances was in many instances retarded by the extent to 
is |) which the countries concerned found it possible to utilize their 
ar | accruing sterling in order to repay maturing sterling obligations 
ed | or repatriate capital previously held by British investors. 

in || ‘The White Paper published at the conclusion of the Washington 
or | negotiations gave a broad geographical distribution of the U.K.’s 
irs overseas liabilities at various dates during the war, the latest being 
es | June 30, 1945. This, however, was a very roughly drawn classi- 
ak | fication in which, for example, all the Dominions were grouped 
lly together as one item, and the totals included not merely the quick 


an external liabilities, i.e. sterling balances, but the overseas loans. 
er- | For some unexplained reason, however, a committee of the U.S. 
se | House of Representatives, the Committee on Post-war Economic 
tly | Policy and Planning (generally known as the Colmer Committee, 
ng | from the name of its chairman, Representative William Colmer) 
on, | published in its eighth report a detailed list of these balances as 
me | they stood on June 30, 1945. Given the admitted close contact 
ng, | sthat exists between Congressional committees and the U.S. 
1cy | Government Departments, there is no reason to doubt the 
the | accuracy and validity of the figures published in this report, 
ber | especially as the total tallies closely with that of the British White 
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Paper. The figures, given in sterling (they appeared in terms of 
dollars in the U.S. publication) are as follows: 

Net Banking Liabilities of the U.K. to countries holding large 
sterling balances as at June 30, 1945: 


I. Sterling Area in £ million 

(a) Dominions 
Australia 118 
New Zealand 63 
South Africa 33 
Eire 178 

(6) Other major £ area countries 
India 1,138 
Egypt and Anglo-Egyptian Sudan 402 
Iraq 70 

(c) British Colonies, Mandates, etc. 
Palestine and Transjordan 116 
Ceylon 68 
Hong-kong 33 
Malaya 87 
East African Colonies 95 
West African Colonies 93 
Other British Africa 43° 
Trinidad 23 
Other British West Indies 18 
Other colonies, etc. 96 

= 2,674 
II. European Allies 

Belgium 27 
Greece 55 
Netherlands 73 
Norway gI 


III. Other countries 


Argentina 86 
Brazil 37 
Uruguay 14 
Portugal 79 
Persia 22 
China 23 

— 201 

Total £3,181 


The above total of £3,181 million differs slightly from the total 
of net quick external assets of £3,052 million shown in the White 
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Paper, but the comparatively small difference is probably 
accounted for by the deduction from the White Paper total of 
some credit items in respect of countries that were debtors of 
the U.K. 

It should be noted that some of these balances have increased 
considerably since June 30, 1945. In the case of India, for 
example, the latest figure of balances abroad and sterling securities 
of the Reserve Bank of India showed that on June 14, 1946 these 
totalled {£1,280 million, or nearly £150 million more than a year 
previously. The Argentine sterling balances now total about {150 
million, as against a figure of £86 million on June 30, 1945. The 
cost of demobilization in the East and the continuing deficit in the 
British balance of current payments in the post-war transition 
are reflected in the further growth of these figures. 

The rate of growth of each of these balances and the factors 
responsible in each case do not conform to any common pattern. 
In some cases the present balances are largely the result of military 
expenditure. That is true of India, Egypt, and the Middle East. 
In other cases they represent for the most part purchases of 
materials unmatched, during the war, by an equivalent volume of 
exports from the U.K. to the countries concerned. ‘That is the 
case in such examples as Argentina, Eire, and the African colonies. 
In yet other cases, as for example, Australia, the main factor in 
the growth of these balances was the remittance to the United 
Kingdom of net earnings of dollars provided largely by American 
military expenditure in those countries. It is not only in the 
reasons that led to their growth that these sterling balances differ. 
Some have been swollen by the inflated prices at which the 
operations they represent were transacted. Such countries as 
India, Egypt, and Palestine, for example, underwent considerable 
price inflations which were not reflected in the exchange values 
of their currencies in terms of sterling. The debts owing to these 
countries, therefore, include a substantial inflationary element. 
Others, on the other hand, represent for the most part transactions 
in goods bought at prices controlled by ourselves, and which 
probably rose far less than the prices of the small flow of consumer 
goods made available to these countries during the war. Another 
point of difference between these balances is that some are held 
almost wholly by the monetary authority of the country in ques- 
tion, as for example, in the case of India, while in other cases, as in 
Eire, most of the balances in question are held by private in- 
dividuals. These various differences in the character and distri- 
bution of the balances make it impossible or, at least, undesirable 
to apply to the settlement of these debts a common solution. Yet 
some attempt must be made to give to this vast mass of sterling 
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a form other than that of “‘quick assets” payable on demand or 
very short notice, which is by and large its present form. To that 
extent, therefore, a ““common” solution is indicated. 

The problem has, no doubt, been very much present in the 
minds of the British Government for a long time; but it was first 
faced in global terms during the course of the Washington nego- 
tiations for an Anglo-American financial agreement and loan. 
The American negotiators showed very keen interest in these 
balances for a number of reasons. In the first place, they saw in 
this vast mass of sterling, freely spendable within the sterling area 
but not convertible into dollars, an influence that would tend to 
exert a powerful and long-term influence in diverting trade away 
from the United States. For the same reason they disliked the 
sterling area dollar pool with its suggestion, however inaccurate, 
that all allocations of dollars from the pool were under the contro! 
of London. The Americans also regarded the Washington 
negotiations as being concerned with the overall settlement of 
Britain’s overseas financial problem and, therefore, held that the 
sterling balances were a proper subject for consideration. They 
regarded these balances as, in some part, representing the kind of 
financial contribution to the common war effort made by the 
holders of these balances which, in the case of the United States, 
had been provided under Lend-lease and was being written off. 
Hence the American suggestion that, at the least, part of these 
balances should be written off and forgiven by the creditors. 
Finally, the Americans did not relish the prospect of seeing part 
of the dollars they lent to the United Kingdom made available to 
repay debts owing to our other creditors and, in particular, did 
not wish to see the terms on which they were providing fresh 
money exceeded in generosity on our part by the terms we would 
be giving our sterling area creditors in subsequent agreements. 

Under the Anglo-American financial agreement the following 
provisions were made regarding the future treatment of accumu- 
lated sterling balances: ‘he Government of the United Kingdom 
intends to make agreements with the countries concerned, varying 
according to the circumstances of each case, for an early settlement 
covering the sterling balances accumulated by sterling area and 
other countries. ...' The settlements with the sterling area coun- 
tries will be on the basis of dividing these balances into three 
categories: (a) balances to be released at once and convertible 
into any currency for current transactions; (6) balances to be 
similarly released by instalments over a period of years beginning 
in 1951; and (c) balances to be adjusted as a contribution to the 
settlement of war and post-war indebtedness and in recognition 
of the benefits which the countries concerned might be expected 
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to gain from such a settlement.”’ In addition, the United Kingdom 
shouldered other commitments relating to the sterling balances 
problem. It undertook that within a year of the date of the agree- 
ment “‘the sterling receipts from current transactions of all sterling 
area countries . . . will be freely available for current transactions 
in any currency area without discrimination, with the result that 
any discrimination arising from the so-called sterling dollar pool 
will be entirely removed’. It was also agreed that the $3,750 
million line of credit made available by the United States would 
not be drawn upon to effect repayments to other creditors of the 
United Kingdom, and it was laid down that the U.K. would not 
arrange any long-term loans from Governments within the 
British Commonwealth before the end of 1951 on terms more 
favourable to the lender than the terms of the U.S. line of credit. 
Finally, it was agreed that waiver of interest on the American line 
of credit would not be allowed unless a proportionate reduction 
was made in the release of sterling balances under the agreements 
made with sterling area creditors. 

It should be stressed that the British Government’s commit- 
ments in respect of the future treatment of these balances do not 
go beyond the carefully phrased terms of the agreement. In giving 
evidence last May on the loan to Britain before the House of 
Representatives Banking and Currency Committee, Mr. Vinson, 
then Secretary to the U.S. Treasury who was one of the principal 
U.S. delegates in the loan negotiations, seemed to suggest that 
these commitments had been quantified, and gave figures which 
purported to suggest the amount by which the balances would be 
written down, the total that would be funded, the length of time 
over which this funded debt would be repaid, and, finally, the 
amount that would be made immediately and freely available to 
the creditors. If any such quantification was made in the course 
of the discussions of this problem during the Washington negotia- 
tions it must have been purely by way of illustration, and the 
figures used in this manner cannot have bound the United King- 
dom regarding the outcome of future negotiations between free 
and wholly autonomous parties. 

The British Government is, therefore, committed to negotiate 
in the near future a series of agreements on these sterling balances 
and to do so along the broad lines indicated in the Anglo-American 
financial agreement. Each of these settlements must be approached 
n lines appropriate to the circumstances of each case. Equity 
would seem to require some scaling down of these debts, especially 
where they have been swollen by the inflated prices at which 
Britain had to incur local expenditure in the countries concerned. 
Xealism will demand that a large part of the balance be funded 
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and made available over a number of years, since there can be no 
chance of paying any substantial proportion of these balances in 
goods or bullion in the near future. The instalments in which the 
funded part of the debt will be repaid will, in accordance with the 
Anglo-American financial agreement, have to be available for 
expenditure in any part of the world, i.e. they will have to be 
freely convertible. So will the initial amounts that will be declared 
free. ‘Io say that these amounts will be made convertible into 
dollars is not to say that they will be so converted. Recent events 
have suggested that in a free choice between the two currencies- 

sterling and U.S. dollars—there is much to be said for the former. 
The countries owning these balances will probably continue to base 
their currency system on sterling and will, therefore, wish to 
retain much of their monetary and banking reserves in that 
currency. In the final outcome, it rests with British industry and 
exporters to prove to the world that sterling is a desirable and 
sound currency because Britain is a desirable and advantageous 
place in which to buy. 

The series of these agreements has been opened with that 
negotiated with Portugal. Another is being discussed in Buenos 
Ayres by the mission headed by Sir Wilfrid Eady. In some cases 
the accumulated sterling may, in part, be used to finance the 
transfer to the creditor of the ownership of investments made in 
the past in his country by British investors (in Argentina, for 
example, the sterling balances may, in part, be used to help 
repatriate the British owned railways). In many cases the dis- 
cussions of these purely financial problems can hardly avoid being 
dragged into the ambit of wider political negotiations. ‘This would 
seem to be the inevitable fate of the financial talks that will hav 
to take place with India and Egypt—the two largest war time 
creditors of Britain. All in all it can be said that the series of 
agreements that have to be negotiated with our sterling creditors 
represents one of the most difficult and invidious tasks that has 
ever faced a British Government. 
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NATIONALIZATION IN FRANCE 
MEASURES AND METHODS IN FINANCE AND INDUSTRY 


HE idea of nationalization has assumed an almost legendary 

quality in French political life. It may therefore not be super- 

fluous to consider it first from this angle, and to put it in 
perspective in relation to the history of French democracy. 

‘That democracy is the child of the Revolution of 1789, and the 
story of its development during the intervening 150 years is the 
story of its struggle against political systems and institutions which 
appeared to personify or revive the “‘ancien régime’’. It is not for 
nothing that the French national holiday commemorates the taking 
of the Bastille: throughout its whole tradition, French democracy 
has expressed itself most strongly by antithesis; in other words, 
by exerting its opposition to a spirit of chronically unintelligent 
reaction which has shown itself more than once during the past 
150 years to be at fault. 

In England, the existence side by side of two great parties, with 
their opposing programmes, has always clearly defined the terms 
of the choice placed before the nation in relation to any controver- 
sial subject. In France it is different: political life only attains 
such a degree of simplification when a serious crisis divides public 
opinion, and at such times French democracy, if it is to succeed, 
demands, not that the country should freely declare its choice, 
but that it should declare itself against reaction. For in France, ever 
since 1789, if the Left has tended towards excesses, the Right has 
too often committed actual errors. 

In 1918 the Republic, victorious and exhausted, had no enemies 
left: it nearly died of it. The conquests of political democracy were 
assured; the forces of reaction seemed to have exhausted their 
poison to such an extent that the Radical Party did not hesitate to 
ally itself with the Right as readily as with the Left. This state of 
suspended animation lasted 15 years. Then, on Feb. 6, 1934, 
a rising from the Right nearly carried Parliament with it. Only 
then did the situation clarify to some extent. Not only did the 
conceptions of Right and Left resume their original force, but also 
a new factor came into being: reaction assumed the guise and name 
of the “deux cent familles”. If the enemy was to be exterminated, 
it was necessary that he should exist: here he was, in resuscitated 
form, to provide another Bastille to assault. 

The elections of 1936 realized the union of the Left parties on a 
programme of anti-Fascism and opposition to the Trusts. The 
war supplied the proof of collusion between the Trusts and Fas- 
cism, between the ‘‘deux cent familles’” and the enemy, and the 
slogan of nationalization adopted by the Council of National 
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Resistance in February-March 1944, during the clandestine 
period, became a guiding principle. 

Out of all this a conclusion emerges which may seem at first 
sight surprising: while the major preoccupation of the French 
people is their daily bread, while the first article of French govern- 
ment policy is “production and reconstruction’’, the plans for 
reconstruction and the programme for nationalization are governed 
by basic needs which differ fundamentally. A very large propor- 
tion of the French people has adopted the nationalization pro- 
gramme for its sentimental and symbolical significance; in its 
practical consequences or the methods of its execution they simply 
are not interested. The serious articles which have appeared 
during the last year on this aspect of the problem can be counted 
on the fingers of one hand. 

Two further digressions, before passing on to review the 
principal measures of nationalization. First, it should be clearly 
understood that the term “nationalization” has a much more 
precise sense in French than in English, implying, in fact, not only 
State control but also the transfer of property, which, within 
determined limits, ceases to be private property and becomes 
instead the property of the State. Secondly, though a tradition of 
individualism, a tendency to make his own judgments, has made 
of the Frenchman a citizen who is impatient of administrative 
controls, inimical to officialdom and actively undisciplined in the 
face of public authority, there nevertheless also exists in France, 
despite a century of li beralism, a tradition of monarchist origin 
which is that of State intervention. Indeed, it may well be that 
these two traditions are complementary. Be that as it may, nobody 
in France thinks it odd that the manufacture and sale of cigarettes 
should be a State monopoly, that the oil wells of Pechelbronn 
should be State-owned, that education and public assistance should 
come under the State, or that for the last three-quarters of : 
century the State has claimed one, two, or three years out of th« 
lives of every young Frenchman for military service. 


NATIONALIZATION UNDER GENERAL DE GAULLE 


To turn now to the policy of nationalization pursued since the 
liberation. The programme of the Council of National Resistan 
drawn up in the winter of 1944 with the agreement of all the 
parties and movements of resistance, envisaged “‘the taking over 
by the nation of the fundamental methods of exchange and « 
production, and the sharing by the working-class masses in th 
conduct of the nation’s economy”. Such a programme could, 
however, be interpreted and realized in many different ways. 
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According to General de Gaulle’s conception, the State should 
play an organizing réle in economy, allocating to itself the allied 
tasks of increasing production and conciliating social antagonisms; 
it should also have powers to give a centralized direction to 
national development, a result which could only be attained by 
widespread nationalization. The objective to be aimed at for the 
time being was, in his view, “‘a collective effort towards increasing 
production”. The task of giving a definite social character to the 
various schemes of nationalization would fall to the Assembly to 
be elected by the nation. To quote his words: 

“We do not contemplate the French economy of the future 
developing without a ‘free sector’ as wide as possible, but just for 
that reason we insist that the State should keep the instruments of 
control in its own hands. Yes, tomorrow it will be the réle of the 
State itself to ensure the development of the great sources of 
energy, coal, electricity, and petrol, and also of the principal means 
of transport by rail, sea, or air, and of the financial media on which 
all the rest depends. It is the réle of the State to raise metallurgical 
production to the necessary level. It is the réle of the State to make 
use of the country’s credits, to direct the national savings towards 
the vast investments which such developments demand, and to 
prevent groupings of private interests from running counter to 
the general interest. But the moment and the choice of provisional 
methods for effecting transfers or schemes of nationalization are 
matters for opportunity, preparation, means. Nothing could be 
more detrimental to the reforms and more ruinous to the nation 
than to attempt, in spheres of this kind, to proclaim changes by 
law without being in a position to apply them in practice.” 

Such being the spirit animating the reforms of the de Gaulle 
Government, it is not surprising that the plans for nationalization 
realized by it affected only strictly defined spheres, spheres in 
which concentration and even bureaucratization had already been 
pushed very far and in which, moreover, the assumption of control 
by the State would provoke the minimum of repercussions on the 
economic life of the country. These were: 


(i) the Houilléres Nationales du Nord et du Pas-de-Calais 
(i.e. the mines in the north of France); 


(ii) the Renault works; 


' See his speeches of Oct. 1, 1944 and March 2, 1945. 
‘The measures adopted since the liberation are sharply differentiated, from 
legal point of view, from the nationalization measures carried out by the Front 
ypulaire Government in 1936-7. The concerns then “‘nationalized’’ (Société 
Na iionele des Chemins de Fer Francais (S.N.C.F.), Compagnie de Construc- 
Aéronautiques et d’Armement) were merely turned into companies of a 
dual character in which the State was the major shareholder, 
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(iii) the Société Nationale d’Etudes et de Constructions 
Aéronautiques Gnome et Rhéne; 


(iv) Air-France; 
(v) the Banque de France and the big deposit banks. 


(i) Houilléres Nationales du Nord et du Pas-de-Calais 

By two decrees,’ of Dec. 13, 1944 and Oct. 12, 1945, a public 
establishment of industrial and commercial character endowed 
with civil personality and financial autonomy, known as “‘Houil- 
léres Nationales du Nord et du Pas-de-Calais”, was charged with 
the conduct, in the exclusive interest of the nation, of the whole 
of the mining exploitation of the two Departments. 

This first experiment in nationalization affected an industrial 
sector of primary importance, for the Pas-de-Calais mines produce 
two-thirds of all the French coal and employ more than 200,000 
men. The operation was facilitated from a technical point of view 
by the remarkable concentration of production which character- 
izes the French coal-mining industry, where 28 concerns are 
responsible for nine-tenths of the total production (a point in which 
it is in strong contrast, incidentally, to the situation pertaining in 
the English mining industry). It was further facilitated from the 
financial point of view by the very low dividend level-of the in- 
vested capital, which for the last 15 years had been below the 
average rate obtained for French industry in the aggregate. 

Under the nationalization scheme, the State undertook the 
exclusive administration of the mines; but for the time being the 
ownership of the plant was not transferred to the Houilléres 
Nationales. The nationalized mines were to enjoy the privileges 
accorded to private companies, under very flexible State control. 
This marked the first step towards a new formula of tripartite 
administration, operated by representatives of the State, the 
workers, and the consumers, a formula launched after 1918 by the 
C.G.T. under the name of “industrialized nationalization”. But 
the administrative structure was still definitely hierarchical. All 
powers were concentrated in the hands of the President- Director 


1'The significance of the words “loi” an! “décret’’, or “‘ordonnance’’, 
French legal connotation should perhaps be explained in the present connection 
a loi signifies the text of a decision which has been voted by Parliament, whil 
décret, or ordonnance, is taken to mean a text (generally concerning the applica- 
tion of a law) which requires only the signature of one or more Ministers. Sinc« 
the setting up of an elected Assembly in France (i.e. the first Constituent 
Assembly, of April 1945), nationalization measures have been voted by t 
Assembly and have been the subject of laws (lois); but during the life of t 
Consultative Assembly (a non-elective Assembly), even important measuré 
such as those regarding nationalization were enacted by a decree (décret or 
ordonnance) of the Government after ratification by the Assembly, such a decre« 
having the force of a law, 
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General, who was appointed by a decree of the Council of Ministers. 
Functions were not divided, as in the S.N.C.F., between the 
Presidency of the Board of Directors and the general management. 
‘Thus the fundamental idea of the management was authoritarian, 
and the presence of the various agencies whose duty it was to give 
their advice or to ensure the necessary supervision did not dimin- 
ish the very clearly defined character of personal responsibility. 

Alongside the President-Director General and his assistants, 
who derived their authority exclusively from him, there was also a 
“Consultative Committee”, of which the so-called permanent 
section was authorized to follow current administrative affairs 
closely. ‘The Committee was a quadripartite organization con- 
sisting of 24 representatives, g from the Government, 8 from the 
workers, 5 from the consumers, and 2 from the previous owner 
companies. 

The powers of the Consultative Committee and its permanent 
section were extensive, though not comparable to those of a Board 
of Directors. It was supposed to be kept informed of the general 
activities of the mines, and could, furthermore, put before the 
President proposals of a technical character or concerning the 
social welfare side of the administration. On the financial side, 
however, their functions were purely critical. The permanent 
section was supposed to be consulted by the President on the 
subject of collective labour agreements concluded in the name of 
the mines, on the fixing of price scales, on general operations, 
and on the establishment of plans for production and sale of 
coal. 

Furthermore, the Houilléres Nationales were placed under the 
economic and financial control of a State official. 


(\i) Régie Nationale des Usines Renault 

A decree dated Jan. 1, 1945 pronounced the dissolution of the 
Société Anonyme des Usines Renault, made over to the State all 
the assets and liabilities of the Company, and set up a “Régie 
Nationale” aimed at “‘carrying on, in the exclusive interest of the 
nation, the conduct of the dissolved Company, and, in a general 
way, assuring the development, in the national interest, of the 
industrial and commercial set-up entrusted to it’’. 

These factories in 1939 employed more than 36,000 workers, 
and during that year they turned out 20,000 lorries, 45,000 coaches 
and vans, motor machines, rail-cars, and armaments material to a 
value exceeding 2,000 million francs. 

‘The measures affecting the Renault Company were applied as 
a sanction in consequence of the Company’s collaborationist 
policy, and as such it will no doubt remain as a special case with 





368 NATIONALIZATION IN FRANCE 


purely limited application. The legal authorities who drew up 
the terms of liquidation were careful to distinguish between Louis 
Renault’s share in the Company, which is confiscated, and the 
very small share of other persons involved, who will be indemni- 
fied. 

In this affair economic and social as well as political motives 
played their part. ‘The concern was nationalized partly so as to 
meet certain needs of the market, and also with a view to suppress- 
ing, or at any rate exercising a moderating influence on, one of the 
traditional centres of working-class agitation. 

The Régie Nationale is run on the commercial and financial side 
on lines similar to those of a private company, guaranteeing its 
resources by the sale of goods or by loans. At the end of the 
financial year the balance is divided between the Treasury, the 
welfare administration of the Régie, and the workers. 

The structure of the management and the method of administra- 
tion resemble closely those of the Houilléres du Nord. Here too 
the authoritarian principle has prevailed. The Régie Nationale des 
Usines Renault is directed by a President-Director General 
appointed by the Minister. Here, too, the principle of tripartite 
administration is assured by representatives of the State, the 
consumers, and the workers (7 from the State, 6 from the workers, 
and 2 from the consumers) on a tripartite Board of Directors whose 
approval is necessary for the adoption of work programmes and 
whose right of inspection extends to all financial operations. 

This formula therefore differs sharply from that of the private 
companies, where the Board of Directors is all-powerful and is 
responsible collectively. Here the power of decision rests with the 
President, or, failing him, with the State. The solution adopted 
aimed at combining the need for personal management with the 
desire to enable the maximum number of capable advisers to 
express their views. 


(iii) Société Nationale d’Etudes et de Construction de Moteurs 
d’ Aviation 

A decree of May 29, 1945 transferred to the State the ownership 
of all the shares in the Société Anonyme des Moteurs Gnome et 
Rhéne, and on Aug. 28, 1945 this company took the name of 
“Société Nationale d’Etudes et de Construction de Moteurs 
d’ Aviation”, a limited Company with a capital of 99 million francs. 

The reasons for the nationalization of this Company were partly 
economic: “The State, the sole customer, must take over complete 
control of the constructional work undertaken by the Company . . . 


1 Similar measures will probably be applied in the cases of the Berliet and 
Hotchkiss concerns. 
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The Company had developed to its own profit a huge monopoly 
and was only concerned to sell as much as possible at the highest 
prices, regardless not only of the general interests of the country 
but also of all moral principles.” ‘There were also political reasons: 
‘The Directors’ policy resulted in the Gnome et Rhéne concern 
becoming the trusted and almost exclusive supplier in France of 
the Luftwaffe.” 

The law differentiated carefully between the personal respon- 
sibility of the Directors and that of the shareholders, who are to 
receive an indemnity for the surrender of their shares. 

The Société Nationale des Moteurs d’Aviation differs from the 
three other aeronautical construction companies set up under the 
Front Populaire Governments, in that from the outset it has 
excluded all private capital. But its structure also differs from that 
of the Houilléres and Renault Companies in that the authoritarian 
principle has been abandoned. ‘The Company is run by a Board of 
Directors collectively endowed with full powers, composed of 
II representatives, 3 from the State, 5 from the shareholders 
(appointed by the General Meeting, on the proposal of the 
relevant Minister), and 3 from the workers, with the Minister’s 
approval. This Board of Directors nominates its own President 
and also, if need be, a Director-General. 


(iv) Air-France 

A decree of June 26, 1945 transferred to the State the owner- 
ship of all capital shares (except those registered in the name of 
foreign Governments) in the aviation companies of Air-France, 
Air Bleu, and Air-France Transatlantique, and incorporated those 
companies under the name of Société Nationale Air-France. 

By a decree of Oct. 19, 1945 the Government re-allocated 
40 per cent of the shares to the following concerns or groups: 
the Départements of Algiers, the Moroccan and Tunisian 
Governments, Compagnie Transatlantique, S.N.C.F., Société de 
Constructions Aéronautiques, and Syndicat du Personnel des 
‘Transports Aériens. A contract will shortly be signed between 
the Société Nationale Air-France and the French Government 
which will settle the final form that nationalization will take and 
decide upon the articles of association of the Company. 


(v) “Nationalization of Credit” 

We now come to the most important nationalization measure of 
the de Gaulle Government, namely, the law of Dec. 2, 1945, which 
effected the nationalization of the Banque de France and the big 
Deposit Banks, instituted State control over the other banking 
institutions, and created a Conseil National du Crédit. 
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The first set of measures taken transforms the Banque de 
France into a State bank, thereby completing the reform initiated 
in 1936. Ever since the creation of the Banque in 1802 the Govern- 
ment had exercised control by appointing its Governors. In 1936 
the old “Conseil des Régents” was replaced by a Board of 14 
members nominated by the Government. The present innovation 
lies in the fact that as from Jan. 1, 1946 the shares of the Banque 
de France have been transferred to the State, which henceforth 
owns them. The shareholders have received in exchange for their 
shares nominal preference shares at 2 per cent of an equivalent 
value.? 

The Bank continues to be the sole issuer of notes within the 
metropolitan territory. On the other hand, the special position 
accorded to it in the credit organization makes it supreme in the 
banking system. Thus the Governor of the Banque de France 
is President of the Control Commission of the Banks. 

At the same time the four main Deposit Banks, namely, the 
Crédit Lyonnais, the Comptoir d’Escompte, the Société Générale, 
and the Banque Nationale pour le Commerce et I’ Industrie, have 
also been nationalized. These four Banks together controlled a 
nominal capital of 2,675 million francs. Their deposits on Aug. 31, 
1945 reached a total of 207 thousand million, or 55 per cent of the 
aggregate of banking deposits in the country. As from Jan. 1, 1946 
— and this, much more than the nationalization of the Banque de 
France, is the real innovation — the shares of these Banks have 
been transferred to the State, and the powers of their Boards of 
Directors have disappeared. They are replaced by new Boards 
consisting of 12 members, 8 appointed by the State and 4 nomi- 
nated by the workers’ unions. 

The sphere of activity of the nationalized Deposit Banks will be 
more limited than formerly, for, in accordance with the discri- 
mination established by law between the Deposit Banks and 
the other banking institutions, the former can no longer invest 
the deposits which they receive from the public except with the 
authority of the Conseil National du Crédit, and may not main- 
tain in companies other than banking or financial concerns 
investments exceeding 10 per cent of the capital of those concerns. 
The shareholders will be indemnified by the allocation to them of 
registered State bonds bearing interest equal at least to that of 
1944, and repayable in not more than 50 years. 

The measures adopted on Dec. 2, 1945 with regard to the other 
banking establishments were much less severe. The Government 
plan for preserving the necessary spirit of initiative in these banks 

? The rate of interest of these shares was raised to 3 per cent by a vote of the 
Constituent Assembly in April, 1946. 
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had only envisaged the appointment of a Government Commis- 
sioner for the most important of them (the Banque de Paris et des 
Pays-Bas and the Union Parisienne). ‘This Commissioner attends 
all sittings of the Board of Directors and can veto any decision 
which is judged to be contrary to the national interest. Thus 
between the new nationalized class of banks and those which 
remained free (though under surveillance) there was a class under 
supervision to which was attached a whole series of credit organiza- 
tions, both short and long term, which were already controlled by 
the State (Crédit Foncier, Caisse des Dépéts et Consignations, 
Caisse de la France d’Outre-Mer, etc.). Notwithstanding this, the 
Constituent Assembly considered the supervision thus set up over 
the banking establishments to be inadequate, and voted a motion 
providing that measures intended to ensure the pre-eminence 
of public interest in the activity of these establishments should be 
introduced within 2 months. 

The final, and most important, of the new reforms provided 
for the creation of a Commission de Controle des Banques of 5 
members, and also of a Conseil National du Crédit. The latter 
consists of 40 members nominated by the Government, of whom 
17 represent the active forces of the country and are nominated by 
the big workers’ organizations, the Confédération Générale Agri- 
cole, the co-operative groups, and the Union of Chambers of 
Commerce. ‘The Conseil National du Crédit deals with all 
measures relating to credit, gives its opinion on all questions and 
directives concerning the utilization of credit, and in effect decides 
the orientation of all credit policy. It can also invite the Govern- 
ment to propose to Parliament the nationalization of other banks. 

The nationalization programme announced by General de 
Gaulle was to have been completed by the nationalization of 
electricity. The General resigned before the project had been 
voted by Parliament. But, far from approaching completion, the 
policy of nationalization was about to enter into a new phase. 


THE GOUIN GOVERNMENT 

In his ministerial declaration the new Premier announced that 
the Government had decided to carry out its policy of nationaliza- 
tion and to extend it beyond the limits fixed by the previous 
Government — notably to insurance and the mercantile marine. 
At the same time the argument of national efficiency, the one most 
often advanced hitherto, was reinforced by purely political con- 
siderations, such as the desire to deprive private financial in- 
fluences of the means whereby they might thwart the national 
will. 

From February to the end of April, 1946, under the direction 
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of the Communist and Socialist Parties, the policy of nationaliza- 
tion took up nearly all the time of the Constituent Assembly. 
During this period the measures instituted by the de Gaulle 
Government were completed and extended, while the formula of 
“authoritarian administration” was generally abandoned (except 
in the case of Renault) to give place to the formula of “indus- 
trialized nationalization” put forward by the C.G.T. This formula 
implied a tripartite administration under the control of the State, 
exercised by Boards of Directors with collective responsibility, 
composed of representatives of the State, the workers, and the 
consumers. Within the space of a month the Assembly voted the 
extension to the whole of France of nationalization measures 
covering mines, gas, electricity, and insurance. In this connection 
mention should also be made of the nationalization of the Banque 
d’Algérie (May 17, 1946), which was a corollary of the nationali- 
zation of the Banque de France, and which merely extended to the 
French Départements of Algiers the régime established by the 
law of Dec. 2, 1945. 


(i) The coal monopoly 

By the law of April 26, 1946 the property of all the coal com- 
panies, except the very small concerns, is nationalized. The 
Houilléres du Nord et du Pas-de-Calais, of which the State was 
hitherto responsible only for the administration, were the first to 
be affected by this law. 

At the head of the monopoly there is a national organization, 
the ““Charbonnages de France’’, whose duty it is to undertake the 
direction and co-ordination of the whole mining industry, to supply 
general directives, to undertake technical research, to organize 
training, and above all to decide on programmes for the future. 
The Charbonnages de France are administered by a Board of 18 
members appointed by decree, and including 6 representatives of 
the State, 6 of the workers, and 6 of the consumers. 

In addition, regional organizations known as “‘Houilléres de 
Bassin” have been set up to deal exclusively with production. 
These in their turn are managed by Boards of 18 members, 6 each 
from the Charbonnages de France and from the workers, and 6 
representing ““Governmental and regional economic interests’. 

Finally, a vote was given in favour of the principle of indemnifi- 
cation of shareholders by means of 3 per cent State bonds. 


(ii) Nationalization of Gas and Electricity 

By the law of April 8, 1946 the assets of all concerns for the 
production and transport of gas and electricity (except those which 
produce less than 12 million Kw. of electricity or 6 million cubic 


Fairtrade eae ear 





met 
to t 
trici 
an i 
The 
Frat 
on t 
leve 
) the | 
‘ T 
_ bon 

du ¢ 
| A 
) zati 
| Insf 

to V 

Dire 

is re 
) duct 
) bala 

stra’ 
jof I 


h repe 


5 


) OpiT 


gas j 


(iii) 
B 
ithre 
deci 
repr 
The 
the : 
as ir 
by a 
Dir 
sent 
amo 
mea 
Nat 
Fin: 
tron 
expr 
cont 
ceri 











NATIONALIZATION IN FRANCE 373 


metres of gas) in France, Algiers, and the colonies are transferred 
to two national organizations called ‘‘Gaz de France” and “‘Elec- 
tricité de France”. ‘These organizations are public enterprises of 
an industrial and commercial character, with financial autonomy. 
The structure of each is similar to that of the Charbonnages de 
France: on the national level there is a Board of 18 members, and 


on the regionai and intercommunal (production and distribution) 


levels, Boards of 18 members, comprising 4 representatives from 
the State, 6 from the workers, and 8 from the consumers. 

The shareholders are to be indemnified by means of 3 per cent 
bonds issued by the new Caisse d’Equipement de |’Electricité et 
du Gaz, created by the law of April 8, 1946. 

An important innovation is the creation of a new control organi- 
zation, called the “Chambre des Comptes”, distinct from the 
Inspection des Finances and from the Cour des Comptes, which is 
to verify the accounts and reports of all these new Boards of 
Directors. A satisfactory report from this Chambre des Comptes 
is required as a condition of approval of the administrators’ con- 
duct of affairs. If the period under review closes with an adverse 


balance, special permission must be obtained if the same admini- 
'strators are to be maintained in office. Furthermore, the Minister 


of Industrial Production must submit to Parliament each year the 


‘reports and accounts of the Boards of Directors, the reports and 


opinions of the Chambre des Comptes, and a general report on the 
gas and electricity situation in France. 


(iii) Nationalization of Insurance 

By 487 votes to 63, that is to say, with the agreement of the 
three main parties, the Constituent Assembly on April 24, 1946 
decided on the nationalization of the 9 principal insurance groups, 
representing together 65 per cent of the premiums paid in France. 
The property of the Companies was to be transferred to the State, 
the shareholders were to be indemnified under the same conditions 
as in other nationalized concerns, and each Company was to be run 
by a Board of Directors of 13 members, consisting of a President- 
Director-General appointed by Ministerial decree and 12 repre- 
sentatives appointed by the various Ministers, including 4 from 
among the workers on the proposal of the workers’ unions. These 
measures are completed on the national level by the institution of a 
National Insurance Council which, under the Presidency of the 
Finance Minister, consists of 21 members appointed by decree (7 
from the State, 7 from policy-holders, and 7 from insurance 
experts), and also of a Central Re-insurance Fund under the 
control of the Finance Ministry, to which non-nationalized con- 
cerns, whether French or foreign, are compulsorily obliged to cede 
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a proportion of their premiums, the maximum rate of cession being 
fixed at 10 per cent. 

Thus, though the nationalized insurance companies are subject 
to very close State control, there nevertheless still exist many 
companies which are free. Neither French companies abroad nor 
foreign companies in France are nationalized. 

Finally, the makers of the law have made every effort to retain 
the commercial character of the nationalized companies, and have 
taken care that nothing in the law should affect the guarantees 
given to policy-holders. In this way people who insure with the 
nationalized companies can receive a share of the profits which 
the companies may derive from loans, but at the same time the 
State can in no case guarantee engagements contracted by the 
companies prior to nationalization. The Government has also 
promised to put forward a law covering the penal and civil 
responsibility of Directors of nationalized concerns. 


Thus a pacific revolution of the greatest importance has been 
effected.’ 

The main problem which now arises is that of the functioning 
and administration of the nationalized concerns. It is too soon to 
draw conclusions from the first experiments. If the production 
of the Renault works rises sharply, or if the yield of the national- 


ized Houilléres du Nord et du Pas-de-Calais remains below the 
pre-war level, or if the setting-up of Boards of Directors in the 
nationalized Deposit Banks and mines has produced lively 
incidents between the C.G.T., supported by the Communist 
party, and the Minister of National Economy — there is still in- 
sufficient evidence in any of these incidents to justify an opinion 
one way or another at this early stage as to the success of nationali- 
zation. Reforms on such a scale can only be carried out over a 
long and delicate experimental period, with periodical reviews. 
It must furthermore be remembered that the Deposit Banks have 
actually been nationalized only during the last few weeks, while the 
nationalization of insurance did not come into effect until July 1, 
1946, and in the case of gas and electricity the readjustment will 
take several months. 

The whole of France realizes clearly that the failure of nationali- 
zation would be catastrophic for the country. But, certain econo- 


1 Other nationalization projects are under consideration (e.g. Messageries 
Hachette) or had been tabled in the first Constituent Assembly, but had onl) 
reached the debating stage (nationalization of the two big banking institutions, 
Union Parisienne and Banque de Paris et des Pays-Bas, and of the Banque de 
Madagascar and the Banque d’Afrique Occidentale Frangaise); it is doubtful 
whether the new Government intends to follow up these plans before the 
installation of a definite constitutional régime, 
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mists object, is it not like dreaming of squaring the circle to hope to 
derive from nationalization at one and the same time all the advan- 
tages both of free enterprise and of control? Obviously the prob- 
lems which arise are manifold. Here are some of them. 

Production. Does not nationalization run the risk of paralysing 
the spirit of initiative and bringing about a decrease of production 
as a result of the multiplication of officials and the suppression of 
competition? Or alternatively, as some critics have asked, if State 
control is relaxed, does not the risk of confusion arise? 

Responsibility and Penalties. In the case of private companies 
the penalty for bad administration is bankruptcy. This cannot 
apply in the case of national services run in the public interest. 
Does not this mean that a new system of responsibility and 
penalties becomes essential? And can any such system be effective 
unless it applies administrative, that is to say penal, sanctions for 
the crimes of negligence and inefficient management? 

State Authority. As has been shown above, certain nationalized 
concerns have been placed under a very tight State control (e.g. 
insurance), while others (e.g. Gaz de France, Electricité de France) 
are administered by Boards of Directors where the professional 
and trade union representation (customers and workers) is in the 


| majority, and can therefore be regarded as socialized within the 


framework of an economy which is itself not socialized. Are these 
two formulae reconcilable? Furthermore, may not considerable 


_ difficulties arise from the fact that the President of the Board of 


Directors of the Charbonnages de France and the Secretary of 


the Miners’ Federation could be one and the same person? In fact 


these questions raise the problem of the relationship between State 
authority and the professional and trade unions. 

National Efficiency and Organization of Economy. Revival in 
France is impossible without methodical planning. But it is clear 
that nationalization cannot take the’ place of planning or of a 
rational organization of production. A plan for French economy 
must therefore be put into operation, and above all its financial 


' working must be assured. Now, according to advance estimates, 


the plan for hydro-electrical equipment alone would cost 250,000 
million francs in § years. Can the State, already heavily in debt, find 
this sum more easily than private industry could? And, ifso, would it 
dare to make such a heavy investment? Will it not, at a given 
moment, find itself placed before the alternative of either confess- 
ing its incapacity or else taking over the control of the country’s 


» whole economy? 


_ Structure of the State. We come here to a thorny point, namely, 
is nationalization to be looked upon as a step on the road towards 
the collectivization of the whole country, or is it to be regarded as 
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a relatively stable régime in itself, situated midway between free 
economy and wholesale collectivization? The point has from the 
outset been an ambiguous one, and inevitably so, because the 
policy of nationalization has been carried out by a Government 
composed of three parties which hold divergent views on the 
subject, the Catholic M.R.P., the Socialists, and the Communists. 
Nevertheless, though it may be true that the question of nationali- 
zation carries with it that of the whole structure of the State, it 
would be a serious mistake to interpret the so-called policy of 
“structural reform” as a conversion of the country to Bolshevism 
and as the end of all private enterprise in France. 


J.C. B. 


SUCCESS OF A MISSION 
U.N.R.R.A. mn YUGOSLAVIA 


N the assessment of U.N.R.R.A.’s work which must necessarily 

be made when plans for continuing European reconstruction 

are being prepared, the achievement of U.N.R.R.A. in Yugo- 
slavia is of particular interest, because the conditions throughout 
have been difficult, both for political and for practical reasons. 
Mutual political mistrust between the supplying countries and 
the receiving countries might easily have prevented U.N.R.R.A.’s 
work. At the outset, the Yugoslav Government appeared reluc- 
tant to receive U.N.R.R.A. help. This mistrust was perhaps 
natural, in that U.N.R.R.A. in its early stages was linked with the 
British and American military authorities, and the resources at its 
disposal, and its intentions, were not fully appreciated. It was not 
until a detailed agreement had been signed in March 1945, in 
which responsibility for distribution of supplies was definitely 
assigned to the Government, and a Russian Chief of Mission had 
been appointed, that this mistrust was removed. 

On the side of the supplying countries, mistrust has been equally 
felt, and on several occasions, when American or British supply or 
shipping authorities have attempted to influence the flow of 
supplies to Yugoslavia, U.N.R.R.A. has taken a firm stand and 
secured allocation in relation to the country’s needs. It is very 
greatly to U.N.R.R.A.’s credit that in spite of potential political 
friction it has adhered steadily to the United Nations conception 
and not allowed the relief programme to be influenced by political 
considerations. 

Apart from politics, the practical difficulties were enormous. 
U.N.R.R.A.’s job in Yugoslavia, according to the wishes of thie 
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Government, was to be one of supply, and not of welfare: the 
welfare experts, and technical experts too, at first were not wanted, 
and the Mission had to transform itself from a mainly welfare 
organization into a supply unit, supervising port working and 
internal transport, preparing “‘justifications” of requirements, and 
_ keeping statistical records. 

In the early stages, from April to June, the whole work of supply 
seemed likely to be held up by port congestion. At first the only 
ports which were able to receive supplies were Split and Dubrov- 
nik, but they could unload and clear only small quantities, because 
their equipment was damaged, labour was inefficient from 
malnutrition, and the rail connections to the interior, never good 
even in normal times, were completely wrecked. Only about 
40,000 tons monthly could be put into these ports at the beginning, 
and had this bottleneck continued the relief problem could never 
have been solved, for food needs alone totalled 90,000 tons 
monthly. ‘The Chief of the Mission’s first task was therefore to 
_ arrange with the Yugoslav authorities measures for relieving port 
congestion. A transport directorate was set up to co-ordinate 
what little road transport was available and the short lines of 
_ railway track then operating, and a three-shift labour system was 
introduced in the ports. As a result there was a more than 100 per 
_ cent increase in efficiency, and by July 1945 the two ports could 
_ unload 100,000 tons monthly. By this time Trieste was open for 
Yugoslav supplies, the main line to Belgrade was working, and 
_ ships were no longer obliged to wait until they could berth at one 
of the Dalmatian ports. Since then there has been no further 
danger of port congestion, and by December, 1945 200,000 tons 
monthly were being unloaded. 

The next problem which confronted the Mission was that of 
_ assessing the actual needs of Yugoslavia. The first impression on 
entering the country was that these were unlimited. West of 
the Drina and east of the Sava was a greatly devastated area where 
the villages had been razed to the ground and there had been 
severe loss of life. Agricultural production had been completely 
destroyed, and while in most other areas of the country 50 per cent 
of the cattle had been looted, here only 10 per cent remained. The 
first survey of food needs showed that each house in this area had 
only one small sack of maize which represented their whole food 
supply, except for the one cow or few sheep which they had 
succeeded in keeping and which had survived winters “in the 
woods”. ‘The whole economic basis of peasant life had been 
destroyed. All the Danube bridges were down, most of the Sava 
bridges, and the big bridge at Zvornik connecting Serbia and 
Bosnia; none of the transversal railways were working. This 
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disruption of transport meant that no supplies could come in from 
the north-east where food was relatively plentiful. None of the 
saw mills were working for lack of belting and coal, and almost 
all the main factories were idle. 

The Mission’s first task was to estimate food needs, in con- 
junction with the road transport necessary to move the food. A 
food requirements plan was drawn up in consultation with the 
Government. This divided the country into the following three 
zones:— 

(a) the starvation zone, covering Dalmatia, Montenegro, all 
Bosnia except the north, parts of Croatia, particularly Lika and 
Kordun, and also the “‘zone B”’ division of Istria: this area roughly 
included 3 million people who were assumed to have not more than 
2 months’ supply of grain and would need to import almost all 
their food from U.N.R.R.A.; 

(6) the deficiency zone, mainly the rest of Croatia and Slovenia, 
assumed to be about 50 per cent deficient and requiring 
U.N.R.R-A. food to meet the deficiency; 

(c) a self-sufficient or surplus zone, comprising Serbia and the 
Voivodina. This area needed no food imports to maintain a 
reasonable standard, even after the poor harvest of 1945; it could 
produce a surplus sufficient to feed Belgrade and minor deficiency 
districts such as Macedonia and the Sandjak, and parts of Northern 
Bosnia. 

To meet the needs of (a) and (0) it was estimated that 69,000 tons 
of grain and flour monthly would be required; and actually up till 
the end of March 1946 arrivals averaged this amount. ‘Thus 
U.N.R.R.A. can really claim to have averted starvation. From 
March to June of this year arrivals have only been about one- 
third of the requirements, but since January the Government, on 
the advice of the Mission, has been accumulating stocks by 
reduction of the grain ration, to meet the shortfall in arrivals which 
was expected to occur because U.N.R.R.A. did not receive a 
sufficient allocation in the second quarter of 1946 to meet the 
needs of the main receiving countries. U.N.R.R.A.’s success in 
helping Yugoslavia to avoid starvation was due to the fact that 
food needs were estimated well ahead, and covered the whole 
year, and that the bigger shipments of grain arrived in the last 
month of 1945, enabling the Government to carry on their plan 
for stocking the snowbound regions with a 2-3 months’ supply to 
carry them through the winter. These arrivals synchronized with 


the arrival of 10,000 trucks from Italy, most of which were con- 
centrated on the Dalmatian ports to keep grain moving into the 


interior. 
Ration issues at first varied over the country owing to the 
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transport shortage. For a long time Sarajevo, for example, was 
almost starving, while Dalmatia was relatively well fed: and it was 
not until after January of this year, when the railway from Dubrov- 
nik to Sarajevo was in operation and the trucks came in, that it 
became possible to maintain steady issues of grain or bread. The 
grain ration per head is now 300 grams (10 ozs.) to the normal 
consumer, 450 grams (15 ozs.) to the light worker, and 600 grams 
(20 ozs.) to the heavy worker. The grain ration is the mainstay of 
the diet; arrivals of other foods have been sufficient to give only 
very small rations, and the fat ration to the normal consumer is 
only one ounce per month. Milk arrivals have been good, suffi- 
cient to give the children in the starvation zone 4 a litre daily of 
dried skim milk, but the Yugoslav authorities have been slow to 
recognize the value of dried milk in combating the diseases of 
malnutrition, which are very prevalent among all sections of the 
population, particularly the children. Dr. A. P. Meiklejohn, who 
visited Sarajevo in March, reported that the cases of rickets there 
were worse than in any country in Europe. 

Clothing supplies were for a long time unsatisfactory, and the 
devastated areas received virtually nothing before the winter. But 
supplies of raw wool and cotton have now reached the level of 


_ pre-war imports and the spinning mills are turning out goods for 
_ the market from the U.N.R.R.A. materials. Finished clothing 


provided from U.N.R.R.A. raw materials, together with 
U.N.R.R.A. supplies of ready-made clothing, amount to over 
50,000 tons, which means at least 11 Ibs. of clothing, or a complete 
minimum wardrobe of one overcoat and suit or dress and two sets 
of underclothes per head for two-thirds of the population. Dis- 
tribution of garments on ration cards began on April 1 in Belgrade; 
up till then there was virtually no sale of new clothing. Footwear 
is still very short. When U.N.R.R.A. began operating go per cent 
of the population needed shoes, and to date U.N.R.R.A. deliveries 
have only been enough to provide them for one-third of the 
population. 

As regards medical supplies, the outstanding example of 
usefulness lies in the dust guns, D.D.T. and typhus vaccines, 
which enabled the Yugoslav authorities to reduce the incidence 
of typhus in the winter of 1945-46, as compared with that of 
1944-45. Chlorination and purification equipment were delivered 
early and used to protect the water supply for returning refugees. 
Hospital units have also arrived in fairly large numbers. 

Agriculture has made an astonishing recovery so far as grain 
production is concerned; the Government’s autumn and spring 
sowing target, which was to achieve the pre-war grain acreage, has 
been almost reached, and it appears that the 1946 harvest is likely 
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to be at least 80 per cent of normal, which means that Yugoslavia 
should not require grain imports in the year 1946-47. U.N.R.R.A. 
supplies have made a useful contribution to this result; 3,000 
tractors of the 7,000 aimed at in the programme have been 
delivered, and 6,000 ploughs; the whole seed requirement, mainly 
of special types, has been met, and half the total fertilizer require- 
ment, which was placed at 60,000 tons, has arrived. 6,000 tons of 
pesticides, including strychnine for the Voivodina mice plague, 
and 14,000 tons of bags and bagging have been delivered. All 
these supplies are useful, but it is only now that they are beginning 
to be used effectively in conjunction with the service of the experts. 
The tractors were not at first used effectively for lack of repair 
equipment and for lack of experienced drivers, and U.N.R.R.A. 
has met this need by the tractor school at Zemun. 

But livestock herds are still depleted, and will take 5 to 7 years 
to recover, without larger imports. During the winter of 1945-46 
U.N.R.R.A. could only bring in 10,000 army mules, and about 
5,000 other livestock. Unless there can be some appreciably 
larger help on the livestock side, there will be a severe shortage of 
fat, meat, and milk for several years to come. It would have been 
difficult to bring in more livestock in the winter of 1945-46 owing 
to the fodder shortage. In Bosnia fodder was so short that live- 
stock slaughter continued during the winter. Thus draught live- 
stock is still the outstanding need throughout the country. 

On the industrial side recovery has been held up by the shortage 
of coal and coke. The only industries which are working to any- 
thing like their pre-war capacity are the copper and lead mines, 
some of the textile factories, and the cement factory at Split 
Shortage of coke has kept the iron and steel industry working at 
very low capacity, so that the country’s needs for bridging 
materials have not been met out of indigenous production, as it 
was hoped. Saw mills, urgently needed to provide shelter, are 
still out of action for lack of spare parts. 

About go per cent of the railway track has been put back into 
operation, with a shock working system, but there is still only on 
bridge over the Danube, that at Novi Sad. The very heavily 
damaged line from Split to Ogulin has recently been repaired, 
which means that there is a through connection from the grain- 
surplus region of the interior to the Dalmatian coast. It will thus 
be possible, after the harvest of 1946, to feed the starvation zon¢ 
from indigenous supplies, but even so transport is likely to be held 
up by shortage of rolling stock and rails and their accessories 
U.N.R.R.A. has delivered to date 120 locomotives, which should 
be of great value, but only very small quantities of rolling stock. 


Recently coal arrivals have improved; 67,000 tons have arrived 
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from the United States, and 73,000 tons from Poland via Hungary. 
These quantities cover only a small proportion of the country’s 
needs. Here, of course, Yugoslavia is suffering from the general 
paralysis of European trade, since it formerly imported its coal 
and coke from Germany. Without a general expansion of German 
exports and continued help from U.N.R.R.A., Yugoslav industry 
will not regain its pre-war level of industrial output at all; its 
industry will not even be able to satisfy the essential relief needs 
of shelter and transport construction. As in agriculture, the 
services of experts are only now beginning to be appreciated; 
recently 12 experts have arrived, at the Government’s request, to 
give instruction in the use of the U.N.R.R.A. road repair equip- 
ment. 

The total volume of U.N.R.R.A. supplies has been reasonably 
large in relation to U.N.R.R.A.’s total resources, but inevitably 
small in relation to the devastation which Yugoslavia has suffered. 
To the end of May 1946 supplies amounted to 1,600,000 tons, of 
which one million tons was food. This total tonnage is actually 
larger than pre-war average imports, but is not, of course, com- 
parable in its items, since Yugoslavia before the war imported 
mainly industrial raw materials and did not import any food at all. 
The high proportion of food imports reflects the destruction of 
the Yugoslav economy: before it can return to normal much larger 
supplies of industrial equipment will be needed. 

If U.N.R.R.A. finishes its work in Yugoslavia at the end of the 
year, it can look back on a relief job well done; on ports restored 
to normal working, even Salonika having been used to bring in 
supplies; it has also brought about some movement of trade 
between the U.N.R.R.A. countries. But if it then finishes, it will 
stop short of achieving the real purpose for which U.N.R.R.A. was 
created, the rehabilitation of industry and agriculture: nor will it 
have realized U.N.R.R.A.’s real potentialities in the field of expert 
advice, for the thirst for technical progress and modern methods 
is a striking feature of the new régime. Far more could be done 
in this direction if U.N.R.R.A. could continue to operate. 

In this connection it is important to emphasize that the mis- 
givings which appear to arise in the press concerning the distribu- 
tion of U.N.R.R.A. supplies are not shared by the Mission. 
Every U.N.R.R.A. Mission works under a barrage of press 
criticism—usually politically inspired—about the use of 
U.N.R.R.A. goods. The Yugoslav Mission has been no exception, 
and the stale gossip of the Belgrade cocktail party often becomes 
hot news in Washington or London. Stories that supplies are 
politically handled naturally tend to originate in Belgrade, which 
does not receive U.N.R.R.A. supplies, except for coffee, sugar, 

e 
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and some special items. This is inevitable, since under the food 
allocation plan the main bulk of U.N.R.R.A.’s food necessarily 
goes to the starvation zone, and to distribute evenly per capita 
throughout the country without regard to available local resources 
would have run entirely contrary to U.N.R.R.A. principles. But 
the upper and middle classes of Belgrade consider that U.N.R.R.A. 
should come to liberate them from rationing, and so resent the 
fact that the bulk of the supplies go to Bosnia and Croatia, which, 
as they hasten to point out, always starved anyway. The only 
basis for the rumours about the political use of supplies lies in the 
fact that the heavy and light workers’ rations are considerably 
higher than the rations to the normal consumer, and the workers 
are strongly pro-Government. But the differential ration scale is 
in force throughout Europe and cannot be abolished while supplies 
are short; and the workers would, in any case, be pro-Government 
for obvious reasons. ‘There is no attempt to penalize consumers 
politically within the ration groups, or to use the ration grouping 
for political purposes. This view has been substantiated by 
observers who have travelled about in the country districts. 

It does not follow, of course, that supplies are handled with 
great efficiency; and in view of the destruction of transport it 
would be very surprising if they had been. In the early-stages of 
U.N.R.R.A. operations ration issues varied and were spasmodic. 
There have been frequent breakdowns due to transport shortages; 
for instance, Banja Luka last winter was for a month completely 
cut off from food supplies by weather conditions. A large rural 
area once entirely failed to receive a month’s rations, owing to a 
change in administrative boundaries. But such breakdowns are 
due to administrative weakness or sheer inability to move supplies. 
There are real weaknesses in distribution, but because there is no 
political scandal attached to them they do not interest Belgrade or 
the foreign journalists. It is mainly with this type of failure in 
distribution that the U.N.R.R.A. Mission has been concerned. 

It is important, too, to bear in mind that the equality of dis- 
tribution depends much more, in Europe to-day, on the stability 
of the currency than on the rationing system itself. Once infla- 
tion is under way, the black market inevitably breaks down any 
rationing system. In Yugoslavia, by contrast with neighbouring 
countries, there has been a drastic policy of price stabilization, 
achieved by a heavy capital levy on cash holdings at the time of the 
conversion of the currency, and subsequently by a policy of 
rigorously pegging wages. Prices have been kept stable, and as 
U.N.R.R.A. consumer goods come on the market and seasonal 
food supplies increase, are even beginning to fall. Price control 
can therefore effectively restrict the scope of the black market, 
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and as, at the same time, very severe penalties have been inflicted 
on “speculators”, there is not a black market of any size. What 
there is arises from sales by the peasants to the large towns; 
U.N.R.R.A. supplies are only affected to a minute extent. 

The Yugoslav experience shows that U.N.R.R.A. has achieved 
much in the course of one year: but it shows too that the possibili- 
ties of international help can only be gradually realized. At first 
the Yugoslav authorities were reluctant to receive technical and 
health experts, but now their services are much in request. Dr. 
Barron’s plastic surgery team, which started work after the visit 
of Sir Harold Gillies to Belgrade last summer, has done marvellous 
work and the Government has asked for it to continue even if 
the U.N.R.R.A. Mission terminates. In the nutritional field, 
U.N.R.R.A. experts have indirectly helped to promote the 
establishment of a Nutrition Institute, which will undertake 
research into the physiological effects of the maize diet which has 
long been a major Balkan health problem. Agricultural experts 
are also increasingly needed: a Czech farmer with American 
nationality has been very successful in demonstrating the new 
method of sugar beet seed segmentation. These are examples of the 
way in which health services and advisory work can develop 
round a supply programme, rather than in isolation. 

Whether, at the end of U.N.R.R.A.’s period of operation, the 
Yugoslav economy can stand on its own feet, is a difficult question 
to decide; it will certainly be able to do so to a greater extent than 
any other country now receiving relief supplies with the exception 
of Czechoslovakia, since, unlike the other U.N.R.R.A. countries, 
it will not require further large imports of food. But it will have 
no food for export, and, as far as exports are concerned, only the 
non-ferrous metals, cement, and possibly small supplies -of 
limited timber will be available. Another year of U.N.R.R.A. 
would be of incalculable benefit to the country, and would permit 
the potentialities of international help to be fully realized. 


D. W. 


FINLAND BETWEEN WAR AND PEACE 


HE part played by Finland in the war is well known. But the 

attitude taken up by the Finns themselves is perhaps not 

equally well known. When, with every justification, as it 
seemed, but against all reason, the Finns decided to resist the 
Russian claims in 1939, they gave a signal to the whole world 
which called forth unanimous approval and world-wide sympathy. 
The Finns knew they deserved it, and were completely taken 
aback when they found that the civilized world, or the majority 
of it, condemned, and in no uncertain terms, the second war, 
which to the Finns was the simple and straightforward continua- 
tion of a centuries-old struggle against an outlook on the world 
and ways of life totally foreign to them. 

The Finns are not an adaptable people. Life in Finland has 
always been too hard to allow them time and energy to take much 
interest in other people’s affairs. Their own troubles are sufficient, 
and they do not easily grasp the other man’s point of view. During 
several years of Russian oppression before 1918, mild as it seems 
now after what we have witnessed during the second world war, 
the Finns stubbornly took their stand by the Finnish Constitution, 
and usually had their own way in the end. This passive resistance 
against the Russians during two decades, and its ultimate success, 
fostered the belief that they were always right. In Finland, it is 
not a question of “my country, right or wrong”’, it is rather that 
because it is Finland it is always right. This is part of the reason 
why the trial of those responsible for the second Finnish war has 
not had the effect on popular opinion which was aimed at by the 
Allies. There is no less adaptable people than the Finns. For 
example, to exploit the possibilities of the subtle political 
situation in 1941 was just possible for the Turks, but it was 
completely beyond the Finns. 

There are, however, other very important reasons for the 
attitude taken up by the Finns in 1941. The strain of the constant 
new demands by the Russians after the Moscow Peace in 1940 was 
becoming too much for Finnish nerves; and that very peace 
treaty had left Finland economically dependent on Germany. It is 
still doubtful whether it might have been possible for Finland to 
remain neutral. What is certain is that the Finns did not do 
everything that was humanly possible to remain outside. Nor was 
their diplomacy marked by the tact and caution becoming a small 
nation. Finland is a new country, and it lacked skilled diplomats 
and experience in foreign policy. The old ruling class has been 
almost wholly displaced by newcomers inexperienced in all politics 
except party tactics. This also partly explains why Finland did not 
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get out of the war sooner than she did. Another, and a very potent, 
factor was, of course, the presence of strong German forces in the 
country, the German control of the Baltic, and a strong German 
air force in Esthonia. The delay in coming to terms with Russia 
undoubtedly entailed more rigorous terms when, at last, the 
armistice was signed in September 1944. On the other hand, 
Finland did not have to be liberated by foreign troops, and so, 
alone among the defeated countries, escaped the trial of foreign 
occupation. 

The terms of the new armistice were much harder than those of 
1940. Petsamo, with its ice-free harbour, was now lost, and also 
the valuable nickel mines up in the north. Psychologically, 
however, this meant much less than the fact that Wiborg, the 
proud medizval frontier fortress, the symbol of Finnish freedom, 
had to be ceded once more. With Wiborg went Carelia, containing 
more than 10 per cent of Finland’s agricultural land and of its 
most fertile soil, a rather higher proportion of all the forests, well 
over 10 per cent of Finnish industries, and waters productive of 
large quantities of fish, especially salmon. In addition to this, 
both the waterways and railways remaining in a country far from 
rich in means of communication were badly cut, although there is 
now some hope of negotiations leading to an agreement concern- 
ing rights to use the Saima canal. But this is not all. Instead. of 
Hango, leased to the Russians in 1940, the Porkala district now 
had to be handed over. Much closer, as it is, to the capital, and 
a rich agricultural district, its loss is much more keenly felt, and 
the announcement that it was to be evacuated came like a bomb- 
shell to the population. Moreover, it cuts one of the two railways 
supplying the capital. 

This, then, was the main price paid for the failure to come to 
terms at an earlier date, and even without considering the ques- 
tion of the reparations, the conditions laid down were not easy 
for the Finns to accept. Three and a half years’ heavy sacrifices— 
we might even say five years’ sacrifices—had been all in vain. 
Glorious military exploits, no less remarkable than those per- 
formed by the Finns during the so-called Winter War, turned out 
to have been futile. There was nothing to show for it except a dead 
loss, loss of territory, loss of capital, loss of manpower, so precious 
to a small nation. Hence great courage was required of those 
leaders who led Finland out of the war, greater than may be 
realized by the world outside. 

The Finns are easily led as long as they are allowed to go their 
own ways and made to believe that it is all for their own benefit. 
The slightest suspicion to the contrary makes them restive and 

brings to the fore the famous Finnish quality of indiscriminate 
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stubbornness. This is why the Finns, easily led as they may be, 
are difficult to govern, because they require good leaders to be 
well governed, and good leaders they have not always been able to 
produce. This is one of the factors to be reckoned with in the 
present situation. ‘Too exorbitant demands might produce 
unpleasant reactions, and too great zeal in the pursuit of a policy 
which is entirely new to the majority of the people might lead to 
unexpected and unlooked-for results. 

The Finns accept the inevitable, but this is not saying that the 
impossible can be demanded of them without causing trouble. 
They have accepted defeat, and submitted to the terms of the 
armistice. They are showing goodwill in attempting to fulfil their 
obligations under those terms, but their own resources are in- 
sufficient for the purpose, and if a calamity is to be averted they 
must be given, or rather continue being given, that help from abroad 
in the form of loans and credits without which they must neces- 
sarily cease delivering those goods which are demanded of them 
in the armistice agreement. If they were to prove unable to do so 
we may once more have to witness another such tragedy as that 
entailed in the removal of an entire country’s industrial equipment, 
and the consequent cessation of its productive machinery. It 
would then become even more difficult for England to obtain the 
raw materials always needed, but doubly necessary for the recon- 
struction after the war—principally timber, wood-pulp, and paper. 

Where Finland is concerned, everything depends on the peace 
treaty. The armistice terms have been altered more than once, 
and may be altered again—a circumstance which in itself adds to 
the Finns’ feeling of uncertainty. According to Article 11 of the 
armistice conditions, Finland was to deliver goods to the value of 
300 million dollars in the course of six years, the basis of the 
treaty being the gold-parity of the dollar on September 19, 1944, 
the day the treaty was signed. The prices at which the goods 
delivered under the treaty were to be assessed were, however, 
subject to a special agreement which was eventually signed on 
December 17, 1944, and in which those prices were fixed according 
to the 1938 level. Only 10 per cent, or in some cases 15 per cent, 
was allowed for the increase in prices since 1938. As is well 
known, Finland’s main exports consist of timber and wood 
products. It so happens that the prices on the timber market 
were exceptionally low in 1938, and only 10 per cent is added in 
assessing the value of wood products delivered under the treaty. 
The treaty also provides for deliveries, at an increasing rate, of 

metal goods and machinery, amounting altogether to one-third of 
the total deliveries. But these goods have never before been 
produced in the country. Finland has to build up a large new 
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industry for which the new materials have to be acquired abroad. 
The machinery and tools necessary for this production have to be 
bought abroad at the inflated prices current since the war, whereas 
the finished goods are paid for according to the 1938 prices with 
an addition of only 15 per cent. What all this means is that when 
the 300 million dollars of the armistice treaty come to be paid 
they cost Finland not so very far from 400 million. 

The factories that are to house this industry have to be built, 
but Finland is extremely short of building materials, and most 
particularly the cement industry is suffering from acute shortage 
of coal, which has to be imported. Last year it only reached 45 
per cent of its capacity, and this year the production has probably 
been lower rather than higher. In the circumstances practically 
all building for civilian purposes has had to be suspended. There 
are optimists, however, who believe that by the end of the year the 
metal industry will have been sufficiently built up to meet the 
demands of the armistice terms. 

One feature of these armistice terms is worth noting. The 
various goods to be delivered are divided up into different categories, 
such as wood products, old ships, new ships, cables, and machi- 
nery. Failure to deliver the full amount within any one of these 
categories involves a fine of 5 per cent per month or 60 per cent 
per year (which is not a very cheap rate of interest), and it cannot 
be compensated by surplus deliveries within other categories. 
Thus, for instance, Finland exceeded the total amount of repara- 
tions demanded during the first year by 1 million dollars—deliver- 
ing goods to the nominal value of $51,000,000, instead of 
$50,000,000 as stipulated. Yet she could not avoid a fine for 
lagging behind in certain categories. The situation would already 
have become desperate if the Russians had not agreed to an 
extension of deliveries over a period of eight years instead of six, 
but so far they have refused to consider any reduction of the 300 
million dollars agreed upon. 

But the Finnish liabilities are not limited to the actual repara- 
tions. According to Article 14 of the treaty, property removed 
from Soviet-Russian territory must be restored. Needless to say, 
Carelia—ceded? 940 but recaptured during the war—was counted 
as Soviet-Russian. These restitutions were originally estimated 
at 67 million dollars, but were later reduced to 22. Nearly half 
this sum was ~ic in kind, and thousands of railway engines, 
coaches, and *s were delivered, thus increasing the acute 
shortage of rol: , stock. The Russians have now waived their 
demands on the payment of the remaining half, and the knotty 
— of restitutions should consequently now be definitely 
settled, 
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In consequence of the Potsdam agreement, however, Finland 
found herself obliged to pay an even larger sum, representing 
Finnish liabilities to Germany incurred during the war. In 
addition to this, German property in Finland, assessed at 2.7 
milliard Finnish marks, is now being handed over to the Russians, 
and no compensation is allowed for the German devastation of 
Lapland, estimated at 14 milliard FMks. Another Finnish liability 
is the debt incurred to Great Britain for the material aid received 
during the first Finnish war. It amounts to the imposing sum of 
1.3 milliards in Finnish currency, but the ill-effects of this obli- 
gation are counteracted by the fact that it has been incorporated 
in the trade agreement concluded between the two countries. 

On the top of all these liabilities comes the duty to pay the cost 
of the Allied Control Commissions in Finland, estimated at 300 
million FMks per annum. The cost of the internal administration 
of the reparations is estimated at 30 million FMks. 

The immediate effect of all these heavy liabilities, added to the 
cost of war, has necessarily been an increasing inflation which is 
inevitably adding to the hardships suffered by the Finnish people. 
It is probably not going too far to say that until the peace terms 
are definitely settled and foreign credits established on a long- 
term basis, the situation is liable to get out of hand almost at any 
moment. It is true that so far Finland has been able to obtain the 
necessary credits, principally from Sweden, but also from America. 
They are, however, short-term affairs, quickly consumed, and the 
future is more than uncertain. One feature of the loan granted by 
the U.S.A., for instance, is that it must not be used either directly 
or indirectly for the payment of reparations. 

Even if we assume that Finland will be able to pay the repara- 
tions to the last penny, that does not mean a carefree future. If 
all goes well, Finland will by 1952—when the reparations are to 
cease—find herself possessed of a large metal industry. ‘The 
Russians have held out the promise of the absorption of its 
products by the large Russian market, and so there is a prospect of 
continued and perhaps even increasing trade with Russia. The 
only difficulty is that there will be no alternative market for such 
products, and so Finland will be entirely dependent on the good- 
will of her eastern neighbour even after the reparations have come 
to an end. Whether the Russians will be able to resist the tempta- 
tion of imposing their own conditions, when the moment arrives 
when Finnish goods will have to be paid for, must remain a 
matter for conjecture. 

Under such circumstances it is all the more remarkable that 
Finland has, on the whole, been able to fulfil her obligations, 
although this has only been made possible by capital exports, so 
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to speak, e.g. old ships and rolling stock. The Finnish merchant 
fleet, never very large, as a result of reparations already paid and 
of losses during the war has been reduced by more than 70 per 
cent, thus increasing the difficulties in the way of obtaining the 
imports essential for the continued payment of the reparations. 

What is conspicuous is the anxiety and honest striving of 
Finland to fulfil her obligations. She was once popular in America 
as the country that paid her debts; her ambition now is to become 
the country that pays the reparations to the full. The necessity of 
doing this has forced the Finns to work harder than ever. The 
people could be allowed no rest after the exhaustion of war, for 
it is on work that her future depends. One consequence of this 
was that no strikes could be afforded. Twelve months ago the 
left-wing parties enforced a general increase in wages which had 
to be agreed to in order to avoid widespread strikes. Inflation, 
which had already begun during the war, at that time threatened 
to become catastrophic. Gradually, however, a general adjustment 
has taken place and the progress of inflation has been considerably 
slowed down. But as long as the present uncertainty continues 
the apparent balance is liable to be upset at any moment. Large 
groups of workers are still dissatisfied with the wages they are 
earning, and rightly so, but if wages are raised in one category, 
workers in another profession will immediately also clamour for 
an increase. An instance of this was the threat of the engine 
drivers to go on strike recently. A settlement was reached by 
compromise, but within a few days all the other railway workers 
threatened to strike unless granted similar advantages. A general 
increase in wages and salaries is, however, out of the question. 
The Finnish State cannot afford it. There is an acute shortage of 
money as it is, and while prices keep going up owing to the neces- 
sity of foreign imports and the progressive depreciation of the 
Finnish currency, salaries cannot be increased. Or if they are 
inflation will be rampant. 

The standard of living is deplorable. The intellectual workers, 
in particular, are far too badly paid to be able to maintain a 
civilized standard. For instance, a University professor in 
Finland is at this moment paid £360 a year, out of which at least 
half is taken away in taxes. If he has the misfortune to have some 
additional income derived from capital, his whole salary is quickly 
taken away. Property tax is added,' with the result that by the 
time he reaches the modest income of {£1,000 he pays 150 per 
cent of his income in taxes. As an instance of the depressed stan- 
dard, it may be worth mentioning that a professorial salary to- 
day is exactly what an ordinary postman used to get in 1914. 
‘ This, payable annually, is fixed at 2 per cent of the value of the property. 
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Against the £360 a year of a university professor, however, a 
manual labourer in the metal or forest industries receives nearly 
£500 a year. 

The food situation is extremely difficult in the larger towns. 
It is a recognized fact that it is quite impossible to live on the 
rations, even if those rations were to be had, which is far from 
always the case, at any rate in Helsingfors. The consequence, of 
course, is a highly developed black market on which exorbitant 
prices are asked, thus further increasing the cost of living. ‘There 
is, however, some chance of improvement here, and it is to be 
hoped that the present agricultural crisis will lead to a reform of 
the whole system. ‘Thanks to the Russian promise of 100,000 tons 
of wheat, it is to be hoped that Finland will just manage to ward 
off starvation until the autumn when the larders will again be 
filled for a few months by the new harvest. 

Hardly less grave than the food situation is that of housing. 
Owing to the destruction during the war — particularly by the 
Germans up in the north —and to the evacuation of half a million 
people, or more than 10 per cent of the total population of the 
entire country, from the ceded territories, the shortage of houses 
is appalling, particularly in the larger towns and in places where the 
new reparation industries are being put up. At Abo, for-instance, 
the regulations allowed one room per person; the rest was ruth- 
lessly given away to working-class families or evacuees. Single 
persons were ordered to move, and their houses or flats taken away 
from them. Now the shortage is such that the principle applied 
is one family per room and a general mix-up in the kitchen and 
bathroom, if there is one. Even if there is, there is hot water in 
it only about three days a year, owing to the shortage of fuel. 
In the meanwhile practically no houses are being built, because 
the cement industry, owing to shortage of coal from abroad, can 
hardly deliver enough for the new factories demanded by the 
necessity of paying the reparations to Russia. 

It is no wonder that life in Finland is grim and gloomy. The 
shortage of all kinds of goods is acute, and the improvements 
noticeable since the end of hostilities is infinitesimal. If it were 
not for the large-scale humanitarian aid, principally from Sweden, 
but also from U.N.R.R.A. and the International Red Cross, the 
people would hardly have been able to endure the strain. But it 
cheers them up to receive an occasional food parcel from Sweden, 
and some coffee, which has not been seen in Finland for many 
years except on the black market. Of course, there are countries 
which are worse off than Finland, but these are countries of whose 
future there appears to be very little hope. For Finland there is 
some hope, and as far as the future depends on her own efforts 
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the Finns can be trusted to do everything they possibly can. 
One hopeful sign is that the production of the forest industry 
last season exceeded the estimates by 10 per cent. 

Unfortunately, however, Finland’s future does not depend on 
herself alone. She requires peace so as to get away from the present 
state of uncertainty, for without a modicum of security there can 
be no stability. She also requires foreign loans to enable her to 
stabilize her financial position and to pay for the coal and other 
raw materials urgently needed from abroad if she is to be able to 
fulfil her obligations under the terms of the armistice—and 
apparently the peace treaty is not going to imply any alteration 
in this respect. But granted these conditions, there is certainly 
some very good hope of a comparatively independent future for 
Finland, even under the changed conditions of the post-war 
world. 


H. W. 


PRINTED IN GREAT BRITAIN IN THE CITY OF OXFORD AT THE ALDEN PRESS 





